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designed to diminish annual fluctuations in prices. As
we have seen, merchants generally store part of the
bumper crop of non-perishable products subject to
widely variable yields. They carry over too little,
however, to prevent substantial variations in. prices
paid to producers, since the costs of storage, and the
risks of prices being different at the end of the period of
storage from those expected, require a rather large
price difference before merchants will store.1
If the State or organized producers do the storing
themselves, they cannot avoid the real expenses and
risks involved, so that an absolute stability of prices is
not desirable. It is possible, however, that one
organized body can bear these costs more cheaply
than a number of smaller merchants. It may be able
to arrange for storage to be undertaken on farms
or producers' premises, where rents, building costs,
etc., are less than in the cities where the merchants
generally have their premises. Moreover, a large
organization will generally be able to borrow at a
cheaper rate of interest than competing merchants.
It is also possible that the State may be able to take a
longer view than individuals, and so assess the risks of
storage at a lesser figure. Finally, if the stores are
controlled by one body, it will hold a more direct and
active control of market supply. These advantages
justify the State in undertaking or assisting some
storage of primary commodities, so that a greater
proportion of a bumper crop will be carried over than
would be if it were left to merchants.
All these methods can theoretically be used to
stabilize prices without raising the average level,
1 See pp. 150-2.